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&ESTUACT

The Fur;cse of this thesis is to review the QUICKTRANS

system with respect to loss and damage. The question has
arisen ccrcenning the amcunt of loss and damage which cccurs
cn the system and what should be done about it if it is
excessive. This review will consist of an examinaticn cf
the zanuals and directives concerning -:he general opera-

tions, and more specifically, the procedures designed to
contrcl the freight in the system. The procedures as they

are designed will be compared to actual observations of the
system in an attempt to identify problems. The loss and

damage which occurs will be evaluated to determine if the
amount is e~essive, based on similar commercial service.
and alternatives will be discussed for reducing that which
does Cccl.
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i. PIIPCSB OF THE STUDY

The CUICKRkNS system is a contractor-operated transpcr-

taticn netwcrk designed to transport high priority United
S-.ates Navy freight. It is currently unknown whether or not
the QUICITRANS system incurs an excessive amount of loss and
damage. The problem arises because the contractcr, who
handles strictly government cargo on the system, does not
carry private insurance for loss or damage incurred in the

system and the government acts as a self-insurer. If the

government were to begin processing claims against the

contractcz for less and damage, the contractor would have a

legitimate reascn fcr increasing rates. The QUICKTRANS
system dces not have the same historical da-ta on loss and

damage as ether msthcds of transportation because a contrac-t
carrier is utilized and claims are not filed in the same
manner. In order tc better analyze the problem some tack-

ground information on QUICKTR&NS is necessary.

B. TBE POCTION OF CUICKTR&NS

The objective of the QUICKTRANS system is to provide a

contrclled, flexible, and responsive method of expediting
high dollar repairatles and other urgently-required cargo
between Fcints of major Navy interest within the continental
United States (CONIIS) (eef. 1].

The COICKTRINS transportation system has been designed
to satisfl the specific requirements of -he Xavy for expedi-
tious iovem.nt of high priority material be-tween Naval Ai-

Staticns, U.S. Navy ships, il'-.tary Airlift Command

9
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(sac) aerial pcrtso, aircraft eangine overhaul and repair

facilities# major Navy shipyards, ma jor supply act iv 'i ~e-S,r

nuclear ;zopulsicn development and fabrication fac-0l±t.-Aes,

and vearons system fabrication and testing facilliti-es

(Ref. 1]. These requirements are -met by contracting with

commercial companies to perform the airlift, terminal and

trucking services. Although the airlift an4 tesrminal

services are ccmmercial contractors --o the Nav7, the

QUICNIBANS system is an integral element of the D .-nse

Irans;ortaticn System (DTS) . The current airlif- co :act

is held ty Transamerica Airlines, the torminal s -c

contract. is held by CPS Air Cargo Inc., and the tr i

Forticn is performed by several individual common ca. ers

under contracts issued by the Military Traffic Management

Command (ITIC).

C. 22SICISIDILIURES

The Naval Supply Systems Command (NAYSUP) has overall

responsibility for the QUICKTRANS system and establishes

system Fclicies. The airlift contract is issued by the

military Airlift Command (NMAC) bat is administered under the
directien of VAMSP. NAYSUP has delegated responsibility

for QUICITRANS management and operations control to Naval

Material Transportation office (IIAVRTO) I Ncrf olkg Virginia.

IAVRTO is also responsible for managing the trucking systems

associated with QUICITRANS; however, the trucking services

are nct contracted in the same manner as the airlift and
terminal services. The trucking services are Frocured

through tke military Traffic management Command (STIC) , as
descriked in section I below. NAVITO has responsibility for

administering the airlift and terminal contracts including ,
but nct limited tog the following areas:

10
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1. Develop a monthly cost base and annual mileage grid

tk:cughout the contract year;

2. Initiate, authorize, and issue schedules, schedule

ckanges, expansion flights, cancellations, and

delays;

3. Issue waivers for movement of explosives and cther

dangerous articles;

4. Negctiate cancellations with the airlift contractor

and determine whether mileage reductior. s a;pro-

priate;

5. Procure alternate or substitute transpcrtation

service;

6. Perform all phases of administ-ation except thcse.

reserved to tke procurement offices;
7. Ncnitor and enforce other administrative functicns of

tke ccntract; and
8. Perform at least annual inspect.ions f the9 terminals

tc assure contractor compliance (Ref. 3].

In general, NAVETO is responsible for insuring that the

QUICK!RAUS system continues to run smoothly and is -sspcn-

sive to the customer's needs.

D. AIRLIFT IND TERBINAL SERVICES

Cnly the terminal services and the airlift services are

contracted as complete systems. The trucking services are

procured individually and several carriers are used. As
munticned above, the airlift contract is currently held by

Transamerica Airlines which has held the contract for many

years. The contract will continue through 30 Sertember 1983
unless sccnsr terminated by the government. The government

may extend the contract in mcnthly increments for a maximum
cf three mcnths to 31 December 1983. The contractcr is

required tc utilize L-100-30 aircraft (L-188c Electra

.4"
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aircraft may be substituted with the governmert's per3mis-

.. sion) in performing the 2,056,061 statute mils of air

transportaticn and approximately 3,600 directed landings per

year [Ref. 3]. Directed landings are special landings made

at the government's request. Other landings can b. made at

the ccntractor's convenience for refueling or crew changes.

The terminals are listed in Appendix A and the nap of the

routes and the schedule is included in Appendix B.

ohe terminal services contractor CFE) has the r=spcns-

bility for loading and unloading the aircraft, trucks, and

containers [Ref. 3]. The contractor also performs tasks

such as transporting the air crew, delivering flight bags,

tracking, tracing and others which will be discussed later

in the terminal contractor section. Ma-erial is delivered

to the terminals by a wide assortment of common carriers and

government vehicles from nearby military ins-allaticns.

E. TRUCRIUG SERVICES

*Trucking services for QUICKTRANS are provided under

standing route orders. Standing route orders art issued by

.TMC routing offices to cover normal repetitive mcvements

(two cr cre shipments per month) of specific items between

points in CCNUS by any mode of transporta-.on [Ref. 2].

They eliminate -the need for repati.ive issuanca cf tout,_

orders. They are periodically review-d and, if ccnditicns

change, they are rescinded or superceded. The standing

route orders designate the mode of transportation, the indi-

vidual carrier or carriers to be used, and any cther

necessary instructions for movement of the freight.

Five separate trucking services have been developed

which are used In ccnjunction with the QUICKTRANS system.

It is not desirable for the QUICKTRANS aircraft to stop at

every major Naval activi-.y because of zheir proximity to

12
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each cther cr an inadeguate volume of freight. Thsrfore,

the system of trucking services has been adopted and

adjusted -.o pick up and deliver material from activit-es

- which do not have a CUICKTRANS terminal on base.

The Eedicated Truck system utilizes common carriers

under individual standing route orders, and zpera-es between

CUICKTRAIS terminals and nearby installations. The purpcse
cf the dedicated truck system is to ca-ry fr.igh - along high
volume routes as a feeder system to and from QUICKTRANS

terminals. This system does not go to many of the smaller

activities which do nct have a constant volume of shipaents

moving. It services larger activities which need regular

service tc and from QUICKTRAWS terminals. The dedicated

trucks operate on a regular schedule which is included in
Appendix C.

The Expansion Truck system was designed to handle cver-

flows in the QUICKTRANS system. This is a dedicated truck
system as well but does not have a routine schedule.

Instead, it is initiated when needed to handle overflows.

when too much freight is tendered to the QUICKTRANS terzi-

nals for the regularly scheduled flights, trucks are

utilized tc carry the extra freight rather than contracting

for additional aircraft. The Expansion Truck system was

designed tc provide expedited delivery across country at a

rate cheaper than air freight. Under this program the

carriers frcvide the trailer which the government packs and

seals. The carrier then hauls it across country. Whe. the

trucks arrive at the QUICKTRkNS terminals, they are unloaded

and transhipped as necessary.
Another trucking system which utilzes QUICKTRANS facili-

ties for receiving, consolidation and distributicn of

shipments is Connected Truck (CONTRUCK). CONTRUCK is a

system which eas designed to take advantage of truckload

rates by consolidating many smaller shipments of low

13



priority material into one shipment and moving it frcm coast

to ccast. It provides fcr local pickup and deliv.iry to

shippers and utilizes other servicas such as the NcrthaasT

Dedicated Truck Service (NDTS) . CONTRUCK operates on a

regular tasis, between Norfolk, Jacksonville, North Island,

and Travis. The CONTRUCK route map is included in Appendix
1,.

The SETS provides motor transportation service for Less

than Truckload (LTL) and Parcel Post shipmunts mcvinq

tetween Ncrfolk area shore support activiti es and surface

ships and shore activities in the Northeast area of t-he

Tastern seaboard. SETS includes three North-South roultes,

crigiratirg in Norfclk. The routes are s.rviced t.wc or

three times weekly as shown in the route map in Appendix E

[Hef. 5].

Individual ccmmercial trucks (common carriers) are used

in additicn to these cther four trucking systems as a feeder

to QUICK7RANS. In sce cases the other systems men-ioned do

not serve an- activity, or the timing of -he service does not

match t.s :equired CUICKTRANS flight schedule. Then the_

local transportation officer will tende 'a shipment to a

commcn carrier.

P. H!THOD OF STUD!

Chapter II is a detailed description of how the system

is designed to operate. The instructions, manuals,

contracts and other published material pe-raining to

QUICKT ANt S are used to determine how the system should

operate if everyone performs as the zeferences state. The

chapter will describe the interfaces with the shippers, the

government agencies, and the contractors. Chapter III is a

descripticn of the automation system used by QUICKTRANS to

keep track of the freight. It will include a detailed

14



descrlp.icn of how the material is pr:cessed through ths

terminals and what information the informa--icn system

provides. Chapter IV is a review of how the system actually

operates as indicated by the published statistics as well as

a physical review of the system by the author. The dsscrip-

tion will include a comparison of the system design, as

described in Chapters II and III, and what is actually

occurring. Chapter V is an analysis of the loss and damage

which ¢ccurs in the system. It will incluie a model which

is designed to compare the loss and iamage in QUICKTRANS to

that in a ccmparable system. The analysis will atempt to

evaluate the quantifiable and the non-quantifiable aspec-s

of ths alter.atives. Chapter VI presents conclusicns on

what should be done about the loss and damage occuring in

the system.

' 15
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- 1. SNIHI53T ELIGIBILITY

The QUICKTRANS system is designed for high pricrity

items which mes t the Uniform Military Movement and Issue

Priority System (UNHIPS) requiremen-s for air shipumnt.

Shipments which do not meet the criteria mentioned in
IAVSOINST 4630.22B (Ref. 6] (weight exceeding 300 pounds,

cube exceeding 24 cubic feet, and requisition dates over 90

days cid) will be challenged by NAVMTO. When shipments are

challenged the ship;er must fully justify the need for
airlift. In addition to the extremely high priority ship-

ments generated from situations such as Casualty Reports

(CASRIP'S), Not Mission Capable Supply (NMCS) and Partial

Missicn Capable Supply (PHCS), there are other characteris-

tics which will allcv a shipment to go in the QUICKTRANS

system withcut being challenged [Ref. 6]. These are:

1. Shipments of 50 lbs or less,
2. Shipments which will be connecting with a MAC flight

fcr export,
3. Fleet Ballistic Missile material,

4. Foreign Military Sales (FMS) shipments, and

5. Shipments that will move by QUICKTRANS truck cnly.

If tke shipper is concerned about a shipment- being chal-

lenged by NAVHTO it can be prevalidated and the shipment

will not be challenged. Certain shipments which require

special handling, a specific flight, courier service, or

special routing of the plane must always be prevalidatel.

Shipments which would not ordinarily be acceptable for

commercial air shipment are eligible for QUICKTRANS flights.

For examfle, there are many types of hazardous material

16
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which are considered too dangerous to put on a commercial

flight and yet are mission essential. This hazardous
material rust be cleared by NAVMTO on a case-by-case basis

and must te waived under Department of Transportaticn (DCT)

exemption 7573, which permits the transportation, by air,of

explcaives and other hazardous materials deemed essential to

national defense via Department of Defense contract airlift

services [Ref. 3].

B. 150 CAN USE QUICKIRANS

Althcugh QUICKTSANS was set up to service the high

density traffic areas near major Navy installations, cther

services and gcverrzmnt agencies are eligible to use

QUICKIRAUS cn a reimbursable basis. Many offline activites
(off-line meaning nct in the immediate area of the termi-

nals) find the QUICSRANS service to be cost favorable when

compared to other methcds of shipment. QUICKTRANS will also

carry scte materials for air shipment which other air

carriers will not, making it the only method available for

some cff-line customers. Cargo is sometimes carried on

GUICKIBANS which does not actually require air transpcrta-

tion. ibis occurs when space is available and the cargo

movement is considered cost effective. In this event NAVP.TO

will sclicit cargo fzcm eligible shippers.

C. 5CM IC USE QUICKIBINS

One cf the advantages of QUICKTRANS is the small amount
of documentation needed to move a shipment through the

system. The two dccuments acceptable for entering the

QUICKHRAIS system are the DD Form 1348-1, DOD Single Line

Item Selease/Receipt Document or the Transportaticn Control

Movement Document (ICMD), DD Form 1384. Both card and

printout formats are acceptable. Government Bills of Lading

17
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(GBLOS) and Commercial Bills of Lading (CBL'S) are neither

necessary ncr acceptable. Billing is done by NAVMTO using

the Transportation Account Code (TAC) on the movement docu-

ment stpplied by the shipper.
NAVSUF Instructicn 4610.37 series [ef. 1] is used by

the shipper for inforwation on how to fill cut the documen-

tation. The military Standard Transportation and Movement
Procedures (MILSTAMP) Instruction 4500.32R contains many of
the cedes and other informaticn necessary to document the
shipment. Special blocks are used when the shipment has

unusual ckaracteristics. On those shipments which require
special handling, a DD Form 1387-2, Spacial Handling
Cata/Certificaticn must be utilized to alert the QUICKTRANS
personnel.

If a courier is required, the shipment must first be
cleared uith NA VTO. The shipper is also respcnsible for
assuring that the shipment is properly packed and labeled

for safe transportaticn, including any hazardous c-ertifica-
tions, special cauticn areas, and shipping information.

Shippers are encouraged to deliver material as far in

advance as possible. The terminal agents are on hand during
all wrking hours tc receive shipments if necessary. The
consignee is r9quired to pick up -he shipaent at destination
and will usually be notified within three hours of arrival.
The shipment will be available for pickup within three hours

after the flight, truck, or container arrives at the
terminal, and high priority items will be ready within two

hours. Special rules relate to hazardous cargos, such as
explcsives, which must be picked up immediately.

uaVRIC has the facilities to trace shipments cn a
twenty-four hour basis. The tracing activity needs only the

full Trarepcrtat!on Cntrol Number (TCN) information and the
date shipped to receive current status.

18
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D. SCRIDOLIS

The schedules for QUICKTRANS are subject to change when

considered necessary by NkVMTO, as mentioned in the intro-
ducticn. However, routine scheduled flights, incladed ir.

Appendix E, can normally be relied upon by the shipper.

Between three and seven flights are flown weekly betwve.. the
major Navy activities in COWUS. The airlift contract states

that the schedule reliability will be computed monthly for

each type cf aircraft. If the reliabilty is below 85

percent, the contractor will lose entitlement in futurs

years.

The schedule reliability (Bef. 3] is determined monthly

ty ccunting the number of ccntractor-caused delays and

cancellaticns, applying these figures to a specified penalty

value scale, subtracting the total penalty points f:om the

number cf actual departures on scheduled flights and,

finally, stating the result as a percentage of the actual
departures. Figure 2.1 is the penalty valuq scale used in

determining the value of each delay..

30 minutes 3 hre tc 12 hrs to over 24
121 ais1 bu a11s hr s

2 4 8 161

Figure 2.1 Penalty Value Scale.

Delays which are the responsibility of the contractor

are measured by an accelerating scale according tc the

length of tlme involved in the delay. Delays on turnaround

flights resulting frcm lack of aircraft due to the late

19
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arrival cf the inbound flight will not be reflected in th.
montbly rating.

Cancellations which are the responsibility of the
contractcr are meascred by a count of the stations from
.hich the ccntractor failed to depart on scheduled flights.

a penalty value cf eight (8) is applied to each station from
which a departure was not made.

Pigure 2.2 is a hypothetical case which illustrates the
conputatien methcd.

aetna! deprtnre s
on schiduled flig hts (D) 390
Delays, 30 minutes
to 3 kcurs (d) 5 at 2 points each 10

Dela 3 hoursto 12 hgours (e) 4 at 4 points sach 16

Dels 12 hours
tc 211C urs (f) 1 at 8 points each = 8

Delays, over 24 hours (g) 0 at 16 points each = 0

Cancellations (h) 1 at 8 points each = 8

(E - (d * a 4 f + h)) / D =

K- (390 -(10 + 16 + 8 + 0 + 8)) / 390

'4 / 390 = .892 x 100 = 89.2%

._ _

Figure 2.2 Sample Computation of Schedule Reliability.
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1. OVRAGISt SHORTAGES AND DANAGED (OSD) SHIPENTS

The contractcrs have limited liability for Icss or

damage in the QUICKIRANS system. Unlike commercial air

carriers which carry private insurance to cover all ship-

pers, the contractcr does not need to carry private
insurance because tkey carry only government material and
the government does not require it. If the government

required the contractcr to pay for all loss and damage the

contractcr would obtain private insurance to cove= the cost.

The government policy is to be a self insure: and not tc pay

for private insurance from any carriers. If the ccntractor

should be required to carry private insurance then the

government would have to pay for it through increased

contract cost.
The government relieves the contractor of liability

for lcss and damage (Ref. 4] to any or all government cargo,

except if such loss or damage results from 'he usp of

untrained personnel, unauthorized equipment operators,

negligence cr abuse cf government cargo on the part of. the

contractcr's cargo handlers, pilferage of government cargo

while in the possessicn of the contractor-, and the willful

nisccnduc, cf any of the ccntractor's managerial personnel.

Receipt of shipments by the contractor, without excepticn,

is jir,111 eviderce that the shipaent was received in

good ccndition and in acccrdance with the izformation

contained in the shipment document. When a consignee files
a claim with NIVMTO and the claim is found to be due tc one

of these excepticns, the claim can be paid by check or set

aside frcm the contract amount.

Instead of specifying dollar liability, the

contract states that the contractor must give "optimum care

and attenticn" to all shipments. Moze specifically, the

21
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contract requires daily floor checks of on-hand cargo

against documents tc make sure thaz "here is no astray

freight. Procedures are specified for what to do when

material is received without documents, material is received

short, or extra material is received.

when shipments are received, or when found within

the QUICK7RANS system but are improperly prepared for ship-

-.' sent, the agent will prepare a Report of Damaged or Improper

Shipment (DD Form 6) reporting the discrepancy. When

possible, a picture cr drawing should be included with the

form. 7he original is forwarded to NAVMTO and a copy is

held at the reporting activity.

2. 1;SU~ U jtema

Ite Navy supplies the software for a tracking system

cf all CUICKTRANS shipments. In addition to shipment

reporting and tracing this system provides data required for

movement control, document processing, cargo receiving and

palletizing, aircraft load planning and manifesting, and

management reports. The terminal contractor is responsible

for assuring that the shipments are properly entered upon

receipt.

Uhen material is noted short the terminal ccrtractor

enters tke shortage in the computer and the item will appear

on the daily OSD report for ten working days. This g.ves

all perscrnel involved the time to search for and locate the

material. If all the tracing is complete, the ten days have

lapsed, and the material has not been located, a report is

forwarded to NAVMTO. This report includes the names of all
contacts alcng the way. If the material is located within

10 days and the material missed the correct destinaticn due

to the fault of the ccntractor, such as overflights due to

the contractor failing to unload, the contractor is respon-

sible for rectifying the problem. If the problem was due to

22
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contractcz e.or, the shipment will be moved at the complets

discreticn of the government and the contractcr may be

requized to bear the cost of shipment. The contractor is

allowed to make an offer of alternative shipment methods but

final determination in made by VlIVTO.

hen shipments are noted to be damaged, but not

excessively, the cctractor is required to take whatever

steps are possible to inimize-further damage during ship-

ment. If damage is considered excessive, .AYVTO would be

cotacted for guidance.

P. IVUIUAL CONUC!CI

The primary duty of the terminal ccntractor (Ref. 31 is

to stage freight, load and unload planes and trucks, and to

keep track cf the freight in the system. The terminal

contractcr also provides ramp services including: parking,

dispatching, clocking, cleaning rasps and cabins, auxilliary
Pover Units (APU's) and engine air starts (commercial fields

only), fire guards, fresh water, wing walkers, loadinq,

tiedcvn ard unloading of ballast in the aircraft.

1. i2g3er

lerminal agents are required to be on call or avail-

able to receive shipments during all scheduled hours. All

shipments received axe checked against shipping documents to
assure that appropriate consignee markings including TCN,

piece number, consignee address, and other appropriate

labels are on each shipment. If any of the necessary infor-

mation is misining, the contractor is required to affix it to

the package. If tags are used, the contractor is respon-

sible fcr assuring they will not come off during the
loading, unloading, or transportation. The material in

transit must be stored in a safe and proper manner.

23
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a. Beceiving Procedures

Upon receipt of QUICKTRANS shipments, the

material is checked against documentation, wsiqhpd and
signed fcr. The document is th..-i returned to the shipper.
If there are any protlems with the shipment, they should be
noted at this time fer correction. The lot labels are mad%
up frcm the documentation and attached to the material. The
use of the documentation for determining appropriat, labels
is stressed to the ccntractor because of the strong possi-
bility of extraneous marking on the boxes. The lct label
includes the origin terminal code, date received, the last 7

digits of the TCU and the number of pieces. A ccpy of all

shipping documents is required to be kept by the contractor

where the material is received.

k. Palletization

After tke shipments have been received, the

contractor is responsible for palletizing them in a manner
which ccnfcrms to the minimum of 80 percent system lcad

factor. The weight and cube o'f each pallet is automatically
computed and compared with pre-established standards for
each size of pallet to verify load factors. All TP1 ship-

ments are lcaded pricr to any lover priority shipment. The

priority is determined by the labels on the shipment
containezs. To the maximum extent possible, each pallet

should ccntain shipmerts for only one terminal, and shipment
units should not be split between more than one pallet. If
it is necessary to put freight for more than one destination
on one pallet it should not contain more than two destina-

tions and should be packed in a way that minimizes remaking

of the pallet. If it is necessary to split shipments they

will have separate dccuention. Pallet buildup occurs in a
place wiere all cargo is readily observable for maximum
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utilizaticn. when totally loaded the whole pall. + is

covered in polyethelene and netted, weighed, and the we-ight

noted on the Pallet Tally Sheet (PTS).

Vier the material arrives at destination the

contractcr notifies the consignee by telephone and arranges
pick up. Upon notification of availability for pick up the

contractcr nctes the name of the person call4d, date, and

time on the elivery Manifest Report (DMR). When tha ship-

ment is picked up the date and time of pickup and the
signature of the perscn making the pick-up is put on the DMR

for future reference. All incoming shipments ar ch.cked

against the manifest when offloaded and will not be released

without dccumentatior.

at scme cf the Air Force Bases which are nct fully

servIced ty the terminal contractor the Air Force perscnnel
perform loading and unloading, which the contractor coordi-

nates in addition to doing all documentation functions. At

those tases the Air force personnel will load, unload, -epo-

siticn, segrega te and palletize material. The terminal

contractcr still retains responsibility and p-ocesses all

documentation.

The Air Force Logistic Airlift (LOGAIR) system is

another air freight system which is contracted by MAC. It
is managed by the Air Force and utilizes som- of the same

aerial ports as QUICKTRANS. There are certain routes which

utilize tcth LOGAIR and QUICKTRANS for the movement o! the
freight. In those cases where the freight moves through

toth systems the processing is slightly different. On the
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combinsd rcutes the ccntractor maintains conformance tc -hq

LOGAIB requirements. Air Force freight which is manifsted

to QUICKRANS terminals does not zequire documentation if it

is to be cffload=d at the destination QUICKTRANS terminal.

if tte stifment is to be transhipped at the destination

QUICKIRANS terminal, a manual TCHD will be prepared and the

shipment will move as regular QUICKTRANS material.
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1. QUICITRAIS INFOSYSTER

The government ftrnishes an automated management infor-

mation system, the QUICKTRANS Infosystem, for contractor use

with the QUICKTRANS system. The contractor may use that

system or furnish its own. If the contrac-or uses its cwn

system, it must keep the government up to date cn all

changes, and the government has unlimited rights to all 4lata

associated %ith the program. In order to maintain control

of the system, in case the contractor should be replaced for

some reascn, the government is supplied a complete system

description including such items as input/output formats,

system data flow and other general specifications. The

- contractcr supplies all the computer equipment to run the

software. Not all of the truck terminals ar _ equipped with

- the ccmputer system; therefore, different procedures must be

utili2ed at those points.

E. CHARICTINISTICS

The Infcsystem is capable of continuous online, real

time cerations. As each item is loaded on a pallet it is

recorded cn the Pallet Tallly Sheet (PTS). When the PTS is

complete each pallet is designated by a number (the Pallet

Designatcr Number or PDN) and a Pallet Load Report (PLR) is

input. Cnce the PDN is assigned the pallet is processed in

the system as a shipment unit [Ref. 3]. The PDN, as shown

in Figure 3.1, identifies the pallet and contains informa-

tion cn the buildup of the pallet which may later be useful.

All stations are capable of accessing thair cargo cn hand,

by destination, for the purpose of performing warehouse

27
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DCV: Euilding Terminal

323: Julian Date built

01: Sequence number by date builtF: Type pallet

) 2: pallet position

Figure 3.1 Pallet Designator Number.
.

checks at any time. As the cargo moves through the system
i-t 4s added to or deleted from the applicable cargo on hand

at all applicable stations. As each pallet flows through

the systez, it is weighed as it comes off each flight and

differences in the weight will cause the originating station

to be notified.

Flight load Reports (FLR), which are made up from PDN's

and assigned to the flights, are used for loading the

airplane as well as accounting for all pallet movement from

staticn tc staticn or mode to mode. Aircraft departures are

reported on Flight Departure reports which in turn initiate

the Pallet Manifest Summaries (PMS). The PMS is a listing

of cargo, ty pallet, which is to be offloaded at a station

including ccmpartment, PDN and TCN. If thers are any over-

ages, shortages, or other discrepancies, they will be input

to the Infcsystem at this time. If an overage is noted that

was not previously noted, the inputting station must include

appropriate informaticn. The QtICKTRANS : erminal listing in

Ippendi' A lists all the terminals and shows that thirt-een

of the twenty-nine have communications terminals.

28
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C. INFOEM1IION CATRGCRIES

It is possible, by utilizing the INFOSYSTEM, tc extract

the fcllcwing zeport or categories (and others not included

in this list) of infcrmation:

1. CCH - Cargo or Hand at each terminal.

2. PDN - Pallet resignator Number.

3. UIC - Unit Identification Code.

4. TCN - Transportation Control Number.

5. FSE - Flight Status Record.

6. TIB - Truck Load Report- Cargo loaded aboard the

truck reported by TCN.
7. FEP - Flight Following Report- the Flight Fcllcwing

Report is a summary cf the transactions pertainirg to

each flight. It includes at least the fcllowing

types of information:

a) Tctal cnload and cffload by station.

b) Tle actual time for flight point to point.

c) Ahead cr behind time point to point.

d) Terminal delays at each station, if any.

e) Delay codes at each station, if any.

f) Delay time in hours and minutes at each station,

if any.
g) Reasons for delays, if any.

8. MSR - Mcrning Status Report- The Morning Status

Report

ccnsists of fcur parts. Part one covers all termi-

nating flights flown during the previous 24 hcurs and

ccrtains the flight designator, time flight termi-

nated, terminating terminal, total flight delay/ahead

of schedule tire, individual terminals and delays (in

hcurs and minutes), and delay reason. Part two

ccvers current flights including flight designatcr,

ETA/ETD, current position, total flight delay/ahead
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of schedule time. Part three covers teriina-ing

trucks including truck number, time truck -terminated,

terminating terminal, and total truck delay/ahead of

schedule. Part four covers current trucks including

the truck numker, ETA/ETD, and terminal codes.

7be system also puts out periodic reports including a

Daily Over, Short and Damage (OSD) report which shows all

overages frcm the previous 24 hours and all shortages for

the previous ten days, and all discrepancies during the past

24 hours.

D. UC-CCREUTERIZEB TERINALS

The procedures at some of the truck terminals differ

slightly because all the truck terminals are not part of the

.. Infosystem. If the destination terminal is not part of the
',

sys-eu, then a Delivery Manifest Report (DMR) must be

requested and sent with the truck. When the truck arrives

at a ccmauncating station the Shipment Input Report (SIR)

will be input. Because of the inability of some stations to

input tke SIR intc the system, the cargo on-hand or

in-transit will not be accurate until the truck is processed

at an input-capable destination.

%A 3
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The purpose of this chapter is to review the overall

system and to compare the actual performance of the contrac-

tors to tle system design.

1. CU1BIL PERFCRIICE

A study was conducted in 1981 by the Logistics

Management Institute (LMI) to determine if QOICKTRANS was

cperating efficiently or if changes should be made in the
system [(ef. 7]. Tte study pointed out that QUICKTRXNS is

primarily airlift-oriented with trucks being used when they

vere considered more efficient. According to the study, 81

percent cf all shipments, and 75 percent of the total tons

shipped were air shipments. In the study, QUICKTRANS was

compared tc three otter alternatives using a combinaticn of

commercial methods of shipment. The first alternative was

to send all TP1 and TP2 normal air shipments by commercial

air and the rest by ccmmercial truck. The second alterna-

tive was to put all TP1 normal air shipments on ccmmercial

air, and all others cn commercial trucks. The third was to

put all T11 and TP2 normal air shipments on commercial air,

TPI and 1P2 oversi2ed and special handling shipments on

organic air, retain TP1 and TP2 dedicated trucks, and put
all cthers Cn commercial truck. Comparison of these alterna-

tives to the QUICKTRANS system led LMI to the following

conclusicns:

1. The CUICKTRINS system is efficiently operat.d.

Aircraft load factors are naarly 90 percent and total

transit miles exceed direct transit miles hy only

eight percent.
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2. The average number of transship operations per ship-

ment is low -- 70% for air shipment and 30% for truck

only shipments.

3. Tke alternatives were either not cost effective or

did not meet the UMMIPS time frames.
This study did not address the issues of loss ard damage

but was favorable from an overall viewpoint. No other

" sudies of this sort are available for review.

B. CITIIR D ACTUAL CFERATIONS

In order to review the actual operation of the

QUICKRANUS system this author visited the terminals at

Travis, San Diego, Pensacola, Jacksonville, Charleston, and

Norfolk. The review was conducted from 13-19 December 1982.

Operations at each of the terminals were observed and ques-

tions asked of the managers and the workers. It was not

considered necessary to visit all the terminals in order to

determine if the system is being implemented as it was

designed. If instances of deviation from the designed

system were detected at more than one activity the sample

was considered indicative of the system as a whole.

41

The system does not always function as it is

described in the procedures section. The system is rather

loosely run with respect to the way the material and paper-

work are dropped off at the QUICKTRANS terminals and

processed afterwards. There are many cases when the

material has mixed government-contractor accountability

which would not lend itself to establishing responsibility
for any damage that may occur. Deviation from the status
quo wculd require many changes in the receiving procedures

at the terminals resulting in additional costs and time.
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2. jijA I
According tc the terminal services contract, wh-n a

shipment is received it is supposed to be checked against

the documentation, weighed and signed fo-. When -ha check

is complete the docusent is returned to the shipper. This

procedure, if strictly followed, clearly delineates custcdy

and respcnsibility for the material. In many cases what

actually cccurs is that a truck will arrive with a large

load, drop off the paperwork and the material, and complete

delivery with a signature on the trucking bill, but not on

the TCHD/1348-1. The trucking bill will often be -he docu-
mentation fcr a combination of shipments, none of which are

clearly defined on the bill. Each one of the shipments

would have its own dccumentation but they would be consoli-

dated into one trucking bill. The trucking bill will often
he nc more specific than "3 boxes" or "2 pallets", withcut

any reference to shipment numbers. The delivery is not

checked item by item and the TCMD/1348-1 is not signed until
the terminal personnel take the time to prociss the freight

which may not occur until it is being processed for the

flight.

Uhen freight arrives at the terminal the cont-actor

is required to notify the consignee. In many cases this

dces not occur, instead the material is transhipped with one

cf the many trucking services mentioned. Notification also
does not occur at some of the terminals where there are high

volume custcmers whc make regular deliveries and pick-ups

without notification.

lben teminal personnel begin to process the

delivery they will use the documentation to make up all

labels and erify that all pieces have arrived. At this

point however, if a piece is missing the responsibility for

loss is nct clearly defined. I3 I



*°%en shipments enter the QUICKTRANS system the gross

weights are required to be verified against the documenta-

tion. This verification is necessary to make sure that

future weights are accurate enough to reveal any shor-ages.

The weights are not verified upon receipt as required by tho

contract. Because the weights are not verified, it reduces

the likelihood that a shortage would be discovered p_-icr to

delivery at destination. The TCN weight from the documenta-

tion is used in determining the weights of the full pallets

and some discrepancies could be detected by comparing the

constructed weight to the actual weight of the pallet. In

cther words, it would be possible to trace some lossr.s by

adding all the weights the shippers have assigned to their
documentation together to determine the constructed weight

of the pallet. If the weights of the individual shipments

were verified, this constructed weight, when added to the

weight of the pallet and strapping, would be an accurate
weight for the complete pallet. Any differences between the

actual weight and the constructed weight at any further

point during shipment would be an indication of a missing

-. piece of freight. Ey not verifying the weights upon entry

to the system, the ability to determine missing items in

this fashion is reduced or lost.

3. 2essin,

If freight is damaged so badly that the ccntainer

cannot be repaired fcr further shipping the contractor is

supposed to notify NIMTO for guidance. In actuality NAVMTO

is never notified but, in most cases, the origin shipper is
notified and proper arrangements are made. Some of the

terminals have very good working relations with the local

activities, making this an expedient procedure. Continued

acceptance of these local procedures could lead to NAVMTC's

inability to enforce this provision of the contract, should
It eccmae desirable ir the future.
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Wlen freight is processed by the contractors and the

labels are noted lost or missing, in some cases the

contractcr returns the freight to the shipper to affix

labels. The ccntractor should be performing this service

according tc the contract. Contractor performance of this

service would tend to reduce the shipping time necessary by

elim!naling the extra wait for the shipper to label the

material.

7he pallets are not weighed as they come off each

flight as stated in the contract. This check, if performed,

could also help to identify losses occuring in the system.

C. CCHPABISON OP DESIGNED TO ICTUAL OPERATIONS

The ccntractcr is performing most of the procedures as

outlined in the contract. Once the freight has been

received and input, the Infosystem has been utilized very

effectively to keep track of the freight. It is possible to

track the freight on a twenty four hour basis through the

use cf the Infosystes. The contractor personnel understand

and utilize the checks and balances built into the system

for locating missing freight. When material is noted short

after it is entered into the system, the contractor follows

the prescribed method of tracing the freight, and if unsuc-

cessful, rotifies NAVMTO as required.

The only potentially serious shortcoming in the proce-

dures, as iwplemented by the contractor, is the method of

processing the freight prior to its entering, and after it

leaves, the QUICKTRANS system. Once the freight has been

input to the Infosystem it is readily tracked and respcnsi-

tility established, but not until then. Accountability for

freight not actually in the system would be extremely diffi-

cult to establish.
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V. M-. 4

V. AIA LIfl

A. OLJ!C!IYB

There are two ob.ectives to the analysis. The first is

to deterxine whether cr not the loss or damage which cccurs

in the QOICKTRANS system is excessive. The second objective
6Is to determine the best method for minimizing or compen-

sating for the loss cr damage which does occur. The method
chosen for obtaining the second objective should not reduce
the current level of service which the customers have come
to expect with regard to timeliness and ease of use.

B. ITUSiSUTIVES

a The criterion for selecting the best alternative will be

m maximum effectiveness at a fixed cost. A review of the

objectives has led tc the following possible alternatives to

bs ccpared:

1. MIaintain the status quo. If the analysis revsals
that the loss and damage which occurs in the system

is not excessive and nc further steps are necessary
to control or reduce it, this would be the selected

alternative.

2. Change the contracts to allow the government the

right to claim reimbursement for all loss and or

damage which occurs in the QUICKTRANS system. As
merticned in the introduction, it will be necessary
tc take into account for this alternative the cost of
insurance which the contractor would be required to

okt ain. The cost of insurance would be a legitimate
* increase in tie contract rate.
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3. Change the ccntract to allow for compensat4 r on

extraordinary cost items. The method for adminis-

tering this alternative would determine whether or

nct additional costs would be incurred by the govern-
ment. In cases cf negligence and other faults of the
ccn _actor a claims procedure already exists in the
current contract to require compensation from the
ccntractor.

4. Set up an incentive-reduction method in the ccnt-act
wkereby payments to the contractor are reduced tased

cn less and damage. As mentioned above, the ability

already exists in the cuzranz contract to recover
payments from the ccntractor in cases of negligence

or cther faults of the contractor, as mentioned in

Chapter II.

5. Tighten u; the procedures to minimize possible loss
or damages to cargo.

C. 21PECI IU SS

The first objective is to determine whether cr not the
loss cr damage which occurs in the system is excessive. The
only reporting system cemmor to all forms of government

transportation is the Discrepancy in Shipment Reporting

(DISRIP) system. Since QUICKTRANS is essentially an air

freight transportation system it should be compared to cther
air freight systems to determine whether or not the loss or
damage which occurs is excessive. It could be compared to
other goverument systems such as LOGAIR or MAC but commer-
cial air is selected as a tetter basis for comparison since
the contractor is a commercial carrier. Commercial air

carriers could be considered a possible alternative to
QUICETR&US as well.
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In crder to make the comparison the followirg infcr-

*aticn was requested from the Military Traffic Management

Command (MTMC) brcken down for commercial air and

QUICKIRANS:

1. Tctal number and weight of DOD shipments.

2. Total number and weight 'of DOD shipments for wh.ch a
Ices, damage cr shortage was repor-ed.

3. Total dollar value of any loss, damage or shortage

resorted.

Prom this infcrmation (Ref. 8], and the infcrma.ion

contained in other HM7C reports, it is possible to determine

the percentage of shipments which are lost or damaged within

each system by shipient and by weigh:, and the es-timated

cost to the government. The other statistics needed were

already reported by TMC on a quarterly basis in the
Military Traffic Management Ccmmand's World Wide Traffic

Management Statistics published each quarter based cn infor-

mation taken from DISPEPs and GBLs. (Bef. 9].

2. jjjjfl

The fc-mal method for reporting shipment discrepan-

cies in COC is through the use of Discrepancy in Shipment

Reports (DISREP) , SE 361. The specifics of when they are

required to be used and who must use them are contained in
the DISRU manual (Bef. 10]. For the most part, all DOD

activities are required to report short, damaged or astray

freight valued at fifty dollars or more. There are numerous

variations and exceptions but, for the purposes cf -his

study, Ike general rule will suffice. When these ccniitions

are met, a DISREP is required to be submitted. However,

there is a lack of incentive for many activities to file a
V LISREP if they feel that reimbursement is not likely.
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Because the QUICKTRANS system is operated by govirnm=n.

contractors there is no reimbursement -o shippers cr consig-

nees for lost or damaged material. Another _easo.

activities would want to file DISREPS is to identify a

shortage and clear it from their records, or at least to

establish that it was not the fault of their activity. The

higher tke value of the shipment, or the more sensitive, the

more it is expected that activities would want to ilentify
the discrepancy.

Hence, despite the fact that a DISREP would be

required for almost any damage or loss in the QUICKTRANS

system, it is pcssible that much goss unreported.

Therefore, when using the DISREP data as a source 3f the

loss which cccurs in the QUICKTRKNS system it shculd be

noted that, the lower the dollar value or the sensitivity of

the loss, the less likely it is that it will be -eported.

C. CCST AVALYSIS

The cost to be used in the analysis is the total dcllar

value cf lcss and damage which is reported in the EISREPS.

If the reported loss is less on QUICKTRANS than it is or.
commezcial air this will be an indicator that no change to
the system my be necessary. If the difference is very
small, or if more loss is reported on QUICKTRANS, then steps
should be taken to increase contractor care.

Cne cf the alternatives called for the use cf private
insurance by the contractor. Because of the size of the air
transpcrtaticn system it is not possible to obtain an accu-
rate assessment of what the insurance would cost.
Informaticn on what cther air carriers pay for insurance
would not necessarily be an accurate indicaticn of the rates

which would apply to QUICKTRANS. It would be necessary to
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be able tc take bids from various large insu-ance ccnzar.'es

after they have a chance to review the system.

P. QUIUTIPIBLE F&CTCRS

The data for Table I was derived from the MTMC World

wide Traffic Management Statistics [Ref. 9] taken from GELs

and EISRIPs, and a special report done for this study, by

MTMC (lef. 8]. The statistics listed were selected from

these sources to compare the QUICKTRANS system to commercial

air.

As can he seen in Table II, tie number, and configura-

tion cf shipments has changed over the three years reccrded.

The number of DISREPS recorded for commercial air has

remained fairly stable over this time period while thcs =. for

QUICKTEANS have risen from 4 in 1980 to 264 in 1982. Scme

cf tbe rise in DISREPs could be attributed to increased

shipments, and some to increased reporting. As mentioned

prev4cusly there has been some difficulty in getting all

discrepancies reported for QUICKTRANS, and the increased

emphasis cn repcrting could be part of the reason for the

big jump frcm 1980 to 1981. In order to effectively compare

the two systems it is necessary to compensate for the larger

volume and ton-miles of shipments on QUICKTRANS. This is

done in Table II.

The first comparison in Table II shows that on commer-

cial air the percentage of shipments short or damaged has

decreased over the last *three years while QUICKTRANS has

increased slightly. However, in 1981 and 1982 the

percentaSe cf discr epant shipments reported on commercial

air was almost double that of QUICKTRANS. Thes average short

or damage cost (line 2) does not exhibit a conclusive trend

for ccmmexcial air cr QUICKTRANS but it does show that ths

cost for commercial air has remained higher. The average
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TABLE I

ALL DEPArTmENT OF DEFENSE SHIPHENTS

. AZ1GCE FY 1980 FY 1981 FY 1983

Numbe;
Cf shipments 160,940 176,730 209,998

Veigbt (tcns)
cf shipments 10,123 9,645 10,563

ton-miles 15,479,963 14,'477,473 15,886,520

Number

of DISREPS 271 216 253
Weih tlts)

of D I S 14,158 15,042 16,136

Total cost
cf DISREPS 270,003 430,979 393,619

(S)

Number
ef shipments 400,485 428,131

Weight (tcns)
of shipments 54,312 56,550 56,509

ton-miles 56,151,176 54,592,852 55,143,120

Number
of DISREFS 4 218 264
Uei qhlt (iks)
of DISHr S 135 26,368 19,352

Total cost
of DISREPS 3627 434,695 584,196

cost cf an OSD shipient (line 3) has risen steadily on

QUICKTEAUS to over $2,200 per shipment while commercial air

has varied and was $1,500 in 1982. As mentioned earlier,

the highler the value cf a discrepancy the more likely it is

to be reFcrted. This may have had the effect of inflating
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TABLE II

SELECTED CORPUTATIONS

.r. .19 FY 1981 FY 1982

Cgmer CUICK Cqmmer QUICK Cqmmer QUICK
Ai1M U r TRANS Aj~ HEANS

1..% cf ship-
Bents shcrt
cr dauaced .168 r/a .122 .054 .120 .061

2. jvg shcrt
c- arage ccst
(.S fcr all
shipierts 1.68 n/a 2.44 1.09 1.87 1.36

3. avg cost
cf sbcrt cr
damaged (S)
shipterts 996 907 1,994 1,995 1,555 2,213

4. avg ccst
of dagage
/ton-mile .0174 - .0297 .3079 .0368 .0106

5. avg O-
sent veignb
ibs) 125.80 n/a 109.2 282.40 100.60 264.00

6. standard
insurance
maable at
.50/b 62.90 n/a 54.60 141.20 50.30 132.00

7. avg loss
to the
ov't with (94%) (97%b (93% 197%) (94%)
nsurance 933 r/a 1,939 1,851 1,506 2,080

8. avn loss
for all ship-
Bents (S) 1.58 n/a 2.37 1.01 1.81 1.28

Note: Insurance amounts for QUICKTRANS are assuming the same
covsrage affcrded coemercial shipments.

the average cost of a discrepancy, especially on QUICKTBANS.

The average cost per ton-ile (line 4) indicates that

QUIC17RAIS bas incurred less than one third the damage

incurred ty commercial air on this basis.

The ccmercial air carriers have a fairly standard rate

they vill pay for shipment loss and damage which was used in

completing Table II. If a shipment is over 100 pounds they
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will pay $0.50/pcund. As shown in line 5 of Table II the

average shipment weight in both systems is over 100 lbs so

the SO.50/lb rate was used as a standard rate for compar-

ison. Extra insurance can also be purchased and it will be

discussed after the standard insurance.

The standard insurance payable (line 6) was computed by

* using the average shipment weights from line 5 and the
$0.50/lb standard insurance. A comparison of the arount

payable with standard insurance (line 6) and the average

cost of an OSD shipment (line 3), shows that the standard

insurance wculd be inadequate to cover the average losses.

To amplify this point line 7 shows the average loss to the
government with the standard insurance in both dollars and

as a percentage cf tctal loss. Line 8, which was computed

by multiplying line 2 by the percentage loss in line 7,

shows the effect this insurance would have over all ship-

ments, as ccmpared tc line 2 without insurance coverage.

There are two other types of insurance ccmmonly avail-

able frcm commercial air freight carriers. These are

decldred value insurance and lump sum insurance. Declared

value requires the shipper to show that the OSD was the

fault of the carrier and may require proof of the value of

the shipment. Lump sum, or full value, insurance is paid

regardless of fault and proof of value is not normally

required. The declared value insurance is less expensive

than lump sum if the carrier offers both. The rates on bcth

vary frcs $0.25 to SO.50 per $100 dollars in value of the

shipped commodity. The amount which insurance cf this

nature vculd cost for the whole QUICKTRANS system cannct be

determined without getting an insurance company's estimate

but the range above should be representative.

If insurance is to be feasible it would have to cover
the CSD which occurs without costing more than it saves.

Line 2 of Table II shcws the cost of OSD which occurs if it
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were spread over all shipments. Assuming the full ccveraqe

would te desired, insurance would be purchased for all

items, and using the figure in line 2 for 1982, the insur-

ance could nct cost scre than $1.36 per shipment. Using the

$0.25 tc $0.50 range, the insurance would be feasible if the

average shipment is valued under $272.00 for the SO.50/S100

rate cr $544.00 for the 0.25/$100 rate. If the average

shipment value was more than these figures the insurance

would cost more than $1.36 per shipment and would not be

econcmically effective. If the cost of insurance, or the

average loss were to change, it would also change the feasi-

tility of insurance.

F. UCI-COUITIFIABLB PICTORS

In order to minirize the loss which occurs it may be

possible to tighten up the procedures for processing the

freight, leaving less opportunity for loss. This alterna-

tive would require shippers to spend more time cn scue

shipuerts and would take it more difficult to get some ship-

ments out in the same time frames. It would result in

better tracking of shipments and should reduce unidenzifi-

able losses.

While no non-negligence claims are filed against the

contractor, there is little need for the contractor to be
very careful about the condition of the freight which is

received from the shippers. If the contractor is put in a

situation of more accountability for the condition of the

freight which is shipped it may be assumed that the

contractor would be more demanding on the requirements to

the shippers. This could serve to reduce the flexibility

which tte shippers crrrently enjoy.
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The question of incentive to the contrac-:or is ancther

factor which cannot te quantified. Unler the current system

the ccntractor is not penalized for lost or damaged freight.

The cnly incentive under the current system is professional

pride and assuring the ability to compete for future

contracts. If the insurance alternative is chosen the

claims wculd be paid by the insurance company and the cost

of insurance borne by the government thrcugh increased

contract cost. Again there is no monetary incentive to the

contractcr to minimize loss and damage. Only the Ercspect

of reduced earnings Frovides a direct monetary incentive to

the ccntractor.

Because cf the nature Cf the system, the cost of the

item teing shipped, and whether or not the government is

reimtursed is not always the most important factor. In scme

cases the shipment can be much more important operationally

than the dcllar value would indicate. The nature of a high

priority system is dealing with shipments that are needed

very quickly regardless of the dollar value. If the ship-

men- does nct arrive as intended, the effects could be much

more costly than the value cf the part.

G. DISCOSSIOU OF ALTERNATIVES

The first alternative suggests maintaining the status

quo. This alternative was to be selected as the preferred
alternative if the loss and damage which occurs on the

system is not considered excessive and no further steps were

necessary tc ccntrcl it. It has been shown that the

reported loss and damage problem on QUICKTRANS is less than

that on commercial air. It has not been shown whether or

not the loss and damage which occurs is excessive, cr if

further seasures are necessary. The other alternatives,

which are expected to reduce the affect of lss and damage

on the system, should be reviewed for feasibility.
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Alternative two suggested that the contract te changed

to allow the government the right to claim reimbursement for

all lcss and damage which occurs on QUICKTR3NS. Table II

showed the benefits to the government if the QUICKTRANS

system had the same insurance coverage the government t.ypi-

cally receives when shipping on commercial air. The table

shows that the proportion cf loss which could be recovered
is very small and would not be cost effective for the

government. More ccmprehensive insurance coverage, which

the current government policy prohibits using, was also

.- compared tc show the possible benefits. The comparison
showed tkat if the average shipment is valued under $544.00

this insurance could be cost effective to the governmert.

Since the average reported loss on QUICKTRANS in 1982 was

$2,213 this may indicate that the average shipment is valued

at more than $544.00. If the average shipment value %as

less than S!44.00 and insurance was to be used, the cost of

the insurance would be borne by the government and the

contractcr would incur no additional cost if freight was

damaged or lost. The use of insurance would not prcvide

incentive for the ccntractor to reduce loss and damage in

the sstem.

Alternative three requires contractor compensation for

loss and damage on extraordinary cost items. This alterra-

tiva- would require special procedures for differentiating

the extraordinary cost items in order to assure compensation

if lcat cr damaged. Singling out these items would allow
for better control cf them and would give the contractor

-, more incentive to avoid loss and damage, but would do

nothing tc provide mcre incentive for the routine shipments.

Because of the unclear accountability upon entry to the
system, which was mentioned above, special processing would

N2 te required for this freight. Signature Service is already

available on QUICKTRAWS and would clearly establish fault in
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most cases cf lcss and damage. Be Cause this alternativ?

does not deal with all freight in the system it will nct be

considered as a viable alternative for the sys-tm. It is a

procedure which could reduce overall cost of loss and damage

to be used in ccnjunction with one of the cther

alternatives.

The incentive-reduction method was suggested in alterna-

tive four. An incentive-reduction plan would not require

the ccntractor tc obtain insurance and would therefore not

result in increased direct cost to the governmen-t. A :educ-
tion in tke incentive payments made to the ccntractcr could

be based cn actual lcss or on a random sampling of shipments
"4 to determine a percentage lost or damaged. The advantage of

these mettods is that they would give the contractor direct

A incentive to reduce loss and damage in order to assure the
incertive payments are not reduced. The disadvantages to

this incentive-reduction method would be higher ccsts and
less ezpedient processing because the contractor would
undoubtedly insist on better accountability for the freight.
It was menticned in the beginning of the operations review
that the responsibility for the freight is unclear because

the freight was not always checked and signed for upon

receipt. If this prccedure was enforced by the government

cr the ccntractor, it would increase the processing time and
probably the contractcr cost.

Alternative five suggests another way to reduce the lcss
and damage through tightening up the procedures as defined

in the ccntzact. This alternative would have the same

disadvantages as alternative four, namely, increased

processing time and increased costs. In addition it would

.. require the govern.ment to monitor procedures to assure the
contractor was cOmplying with the contract. The advantage

would be increased accountability and control of freight

moving through the system, and the resultant reduction in

47



loss and damage. Ihis alternative would not require any

change to the contract since the provisions already exist,
but it may require renegotiation because the procedures have
not been previously enforced. Therefore, because of the

i.creased cc-at and difficulty in enforcing this alternative,

it should nct be considered further.

o,,
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VI. 2! 9HUM,

The QUICITRANS system is reasonably effective based on
the the computerized material control and the way it is
designed to be isplemented. In other words the system , as
designed, is complete, with no major loopholes in the proce-
dures as %ritten. The format and schedules were designed
from the bottom up to be convenient for the DOD shippaers,
and the documentation is simple and straightforward.

However some of the procedures which the contractor performs
are not in strict compliance with the contract as pointed
cut in the cperations review. Some of these inconsistencies
have the potential for becoming serious problems on the
system should the ccntractor become less in:eres-ed in
performing the job correctly.

A. RICCISIBU&TIOCS

In studying the possible alternatives, the lack of
complete lcss and damage information makes an accurate

recommendation difficult. It is recommended that steps be
taken to ensure all loss and damage is reported in order to
more accurately assess the problems in the future. The data
used is considered adequate for the purposes of this study
but further refinement would require more accurate informa-

tion.
Based cn the available data shown in Table II, the

UICKTRANS system does not incur as much loss and damage as
the ccommrcial air system. Therefore, any changes in the

overall system would not be considered necessary. Some
items which move in the QUICKTRANS system are valuable

enough, or strategically important enough, to warrant
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different procedures. A different method should be imple-

mented for this type of shipment through the use of signa-

ture security or similar procedures. Shipments lost or

damaged using this method should result in a reducticn in

the incertive paid tc the ccntractor, as discussed in alter-

native four, rather than by processing claims as discussed

in alterrative two. Reduction of the incentive payments to

the contractors would not he considered an expense tc the

contract whi'ch could be used to justify increased rates.

The signature security, or similar procedures, would clearly

identify the responsibility and show non-performance of the
contract. Utilizing these procedures for everything in the

system would require unnecessary additional worklcad and

additional ccst to tke government, and should not be imple-

mented at this time.

.he damage statistics should continue to be refined and

compared to assure the system does not begin to deteriorate.

If the lcss and damage in the system ever exceeds the amount
in the ccmmercial air system or some other standard then

measures shculd be taken to increase the overall financial
responsibility of the carrier through the use of reduced

incentive payments. The use of reduced incentive payments

is selected by the author as the best method fcr minimizing

the itpact cn the goiernment. Other methods may compensate

the government financially but do not provide as much direct

incentive to the contractor to reduce the loss and damage on

the system. -The financial cost may also be minimal compared

to the effect of missing freight on operations.
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CICKTRAINS TERINALS

DESTINATIC¢

LOCA'IICV COMUNIICATION

IMLIZLJ- 1IRMINA1 LOCATION~

"OS Boston, MA

NCO X NewFort, RI (NETC)

R. ,rightstovn, NJ (McGuire APB)

PEL Philadelphia* PA (Naval Shpyd)

PNE Philadelphia, PA (Forms Ctr)

DOT I Dover, DE (Dover AFB)

CCA Washington, D.C. (NAVSTA)

NHK Patuxent River, RD (NATC)

UGU X Norfolk, VA (NAVAIRSTA)

IND X Weir Cook Airport, IN

NKT Cherry Point, NC (MCAS)

CHS I Charleston, SC (AFB)

KBY Kings Say, GA (SUBASE)

NIP X Jacksonville, FL (NAVAIRSTA)

COp I Cape Kennedy, FL (APB)

UQ1 I Key West, FL (NAVAIRSTA)
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DESTIITICN ____

LOCAIICN CORMNICITION

* ~ IZI1U~ I ~lL12JATION

WPA IPensacola, FL (NA VAIRST A)

NU! x San Diego, CA (NAVAIRSTA)

NTD HAS Point Nlaga (NCBC)

NGZ Oakland, CA (NSC)

MLC Lemoore, CA (NAVIRSTA)

SUD I Travis APB, CA

1GB; I Long Beacho. CA (N SC)

ITCH Taccaa VA (McChord APB)

PVT Bremerton, VA (NSC, Pugent Sd)

NU Vhidbey Island, WA (NAVAIRSTA)

INKB Indianhead, MD (NAVORDSTA)

VAG Dahigren, VA (NAVWEAPSTA)

GCN Nev London, CT (SOBASE)

Source: ref 3
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QVICKTIANS l1AP AID SCHEDULES

WHIDBEY
SNEMATONmccrIORO II a

BOSTON(OOS)

TRUC tE~ P~l) SNEWPORT (NCO)

(stu)INOIANhfAO 1  DOVER * 0 (DON)

(AME) LEMOORE OROKNU

(was)Lo4 SEAC CHERR~Y POwI (IlK?)
(UUm) POINT muou CHARLESTON O(CHS)

UY)?IEGO 
/

PENSACOLA KINGS DAY (MY)
JACKSONVILLE C (N?)'

1 AOILI PATRICK Q (COP)

II MAC AERIAL PORTS

13 LOGAIf/*T POINTS

- TRUCK ROUTES
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QUICETRANS FLIGHT SCHEDULE

$REAL ECWN' ALL TIMES ZULU 'READ UP'

SL100------------AIRCRAFT--------LI --------------

222 2_2 133 14 TRIP 12 34 634

SUN TUE SUN TUE TEBINAL MON SAT SUN

THU HON WED TUE SUN MON

_ED FRI THU FR/SA _ZFR WED THU

ORIG ORIG DOV TERM TEEMt

0915 0845 0630 0715

1015 0945 NGU 0535 0620

1130 1100 0420 0505

1245 CHS 0250 0335

1345 0150 0235

1455 NIP 0045 TERM 0130

1610 2330 2359 ORIG

CHS 2250

2150

NGU 2005

1850

1740 NPA 2210

1840 2110

1400 IND 1640

1500 15140

213C 0100 NZY 1535 1005

2245 0215 1420 0850

ORIG ORIG 0045 0415 SUU 1230 0701

0845 0320 TERM TERM ORIG ORIG

liCs C540 TCM

1235 0710

145C C925 SUU

TEEM TEEM
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DEDICATED TRUCK SCHEDULE A

----all times local----

737 735 733 731 725 72B 72A 721 Trip Identity

MON F/SA MON MON MON WED WED MON OPER

thr thr thr TU/TH TU/TH T rminaI

FRI SU-B FRI FRI FRI FRI DAYS

27' 40' 54' 54' 40' 40' 35' 351 Size of Truck

ORIG CRIG ORIG ORIG

0600 0930 0830 0500 L McChcrd APB

1130 0800 A

TERM TERM L Whidby Isl

0730 1100 A

TERM TERM L Bremerton

ORIG ORIG A

0430 18CC L San Diego

21C0 A

22CC L Long Beach

ORIG A

1600 L NSC Cakland

ORIG 18CC 0800 A

0730 TIFI TEF1I L Travis APB

A
L El Tcrc

0700 A

0800 L Long Beach

1000 A

1100 L Point Magu

1130 A Port

TERM L Hueneme

1130 A

TERM L Lemocr-e
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SCHEDULE B

---all times local---

Trip Identity 722 726 732 734 736 738

CPEB MON MON NON MON MON MON

Terminal thru thru thru thru thru thru

EAYS FRI FRI FRI FRI FRI FRI

Size cf Truck 35' 40' 51' 5 4' 10 27'

TEPH TERM

McChoxd 1B A 18C0 1700

L 1500

Whidbgy Isi A ORIG

L 1530

Premertcn A ORIG

L TERM TERM

San Diegc A 0300 2230

L 2400

long leach A 2300

L 1400 TERM

iSC Caklard A 1200 0830

L 1000 0700 TERM

Travis AFE A ORIG ORIG 1900

L 2000

11 Tczo A 1930

L 1630

Long leach A 1730

L 1530

Point Mago k 1430

Fort L 1400

Hueneme A ORIG

L 1500

Lemocre A ORIG
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COW TRUCK ULP

- AM CqONO -TRAVIS

-. :o--OSOLX - TRAVIS

NORFOLK - SAN 01560

- -JOKIII)VUL - SAN 01940 -TRAVIS

..... NORFOLK -CMARNIETON - JACKSONV%.LE
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NORTHEAST DiICATED TRUCK SERVICE

BRUINSWICK BAJTHJ

ROUTE 81PORTSMOUTH

'~ ' ROUTE 93

NIEWC OSONGOO

LEONARDO/EARLE** NWLEEL

BALTIMOPORT

58 ONO/GOO

CU * ** -O*.

LENRO/AL NWS EARLE
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